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This paper provides a summary of our experiences and our assessment of Ghana's socioeconomic conditions, greatest economic challenges, and opportunities. Our trip was funded through a research grant provided by the Army Research Office to study the application of network science techniques to Frontier Capital Markets. We culminate this report with a commentary on future challenges with this line of research and the team's proposed way ahead.
Project Background
The Frontier Markets project aims to discover underlying metrics that describe Monetary broadly defines "Financial stability" as the financial system's ability to facilitate "an efficient allocation of economic resources," to promote the "effectiveness of other economic processes (such as wealth accumulation, economic growth, and ultimately social prosperity), to assess, price, allocate, and manage financial risks, [and] … to maintain its ability to perform these key functions -even when affected by external shocks or by a buildup of imbalances -primarily through self-corrective mechanisms" 2
Project Approach
This research project focuses on Frontier/Pre-Emerging Capital Markets as the context of study. In the course of our analysis we will, develop new network-based metrics of the Capital Market State that enhance current Econometric and Policy-type Market State descriptions. Finally, we will develop new network models and methods to understand and predict the network's response when the network is perturbed or altered. In order to achieve these goals, the research team will:
• Collect data and model three designated Frontier Capital Markets. This data will include all open-source network-related information from social networks to organizational information.
• Send research teams to these capital markets to meet and interview identified key nodes in the network and validate the models as created.
• Develop innovative techniques to compare frontier markets at the macro level such as a capital market functions network framework.
• Conduct a mathematical analysis to determine if the team can quantitatively differentiate the three constructed Frontier Capital Markets models.
• Conduct a quantitative analysis to determine the key similarities and differences between the models.
• Construct a similar model of an emerging capital market and conduct a vertical comparison between the emerging market network and the frontier market networks.
• Develop a graph-based framework to monitor the progress or setbacks in frontier market establishment and transition to emerging market status.
• Integrate Behavioral Economic models of individual decision-making to establish a network based description. Team members coordinated via telephone, email, and appropriate social network platforms. The professional online networking site, LinkedIn.com, in particular, has groups with specific interests that proved to be very beneficial. In general, we were very successful in arranging meetings with individuals at the majority of our identified financial firms but less successful with members of government organizations. The meetings with government or regulatory groups were mainly arranged by our contacts in the finance community.
Ghana's Political and Economic Background

Interviews:
Dr 
Initial Observations and Findings
Optimism and Entrepreneurial Spirit. The research team was overwhelmed by the entrepreneurial spirit and general optimism expressed by the majority of the people we met both in, and out of, the financial industry. Most people were convinced that because of two peaceful government handovers of power, democracy is firmly entrenched in Ghana and that Ghana's future is bright. When we asked about the influence of the military on the political process, we were typically told that they were truly out of politics and exerted limited domestic influence. Additionally, the current administration has effectively addressed inflationary pressures. Consumer-price inflation has slowed from a five-year high of 20. Growth of Middle Class. The growth of the Middle Class is evident throughout the capital city of Accra. There are numerous "American-style" housing developments in the suburbs with advertisements for these developments visible on billboards throughout the city. Major shopping centers have been built in many areas of the city.
The most prominent, the Accra Mall, (http://www.accramall.com/) is a shopping center funded by Actis, a London-based private equity firm (http://www.act.is/) that could be situated in any city in the developed world. Additionally, ownership of automobiles has become much more common. Unfortunately, the city's infrastructure has not kept pace and there are limited public transportation options. Therefore, traffic and long commutes are major challenges. Anecdotally, we heard numerous stories of commutes that are much greater than the average American in major cities. with the hope that this would encourage more active stock trading (possibly encouraging more speculators despite potential adverse consequences). This plan will potentially face the same cultural obstacles discussed previously. There is little incentive structure for an entrepreneur to want to "take the company public." The incentive for many entrepreneurs in developed countries take their companies public is to obtain capital for expansion or to cash out via an Initial Public Offering. In Ghana, there is still a cultural reluctance to give up control of a family business and few instances in which an entrepreneur that has become wealthy by building a company and listing it on the stock exchange. Additionally, the Ghana Stock
Exchange is attempting to solve the challenges of the listing procedures. They have to find a balance between collecting sufficient data to inform investors while not making the requirements too onerous on SMEs.
Despite these challenges, The Foreign Exchange Act of 2006 (Act 723) eliminated limits on foreign ownership of equity and debt. Therefore nonresidents can now invest in the Ghanaian market with no limits or prior exchange control approval. This is an incredibly positive initiative. The research team that visited Tanzania last summer discovered that non-residents were limited to ownership of no more than 40% of any firm's equity. Interestingly, had we not conducted this field research, the initial four criteria we proposed to differentiate markets in our proposal: transparency, liquidity, efficiency, and integration, would have extrapolated network properties on a very small fringe of the overall capital structure of Ghana. Ghana, we were able to glean a lot more information. For instance, golf is very popular among the business class in Accra. There are two major country clubs, Achimota and Tema, in Accra. A large number of people we spoke with were members of these clubs although we were not able to determine if one was more exclusive than the other.
Another unexpected organization that we came across was the Freemasons, a wellknown fraternal organization. A number of financial professionals we met indicated that they were members of this organization and it seemed to be a very important part of this economic network. Interestingly, another Center research team that visited Trinidad and Tobago the week after our Ghana visit reported similar influences of the Masons on the local society and economic network. In fact, they were invited to a Masonic meeting, met with influential members, and gave a short presentation on our on-going economic network research. It was interesting that the Masons are also very influential in many "African-American" social networks in the United States. The team believes that this phenomenon would be an interesting line of research in the future.
Institutions and Corruption.
As the conduit for transition from African-socialism to a free market system, the government is intricately involved with Ghana's development.
Further, politicians are very intertwined and influential in business and economic development. Corruption was not addressed in the normal course of our conversations.
From our meetings, we understand that institutions at this stage in development are simply breeding grounds for corruption. Others whom we met add that while the corruption is inexcusable, the institutions are necessary as Ghana continues to grow.
The corruption must, in other words, be dealt with case-by-case but accepted temporarily as a growing pain for institutions in a frontier market.
Human Capital. There is a significant challenge in developing human capital in Ghana. As with any developing economy, fostering positive growth in the factors for human capital production, like health and education, is difficult. Human capital flight has been a problem even for those people with access to a stable family, healthcare, and quality education, but this appears to be changing. During the course of our short visit, we have met three individuals who have recently returned to Ghana from the United States because of perceived opportunities in this growing economy.
The Way Ahead
Clearly, there have been a number of crucial takeaways from our trip to Ghana.
First, we learned most importantly that our notions about the public market clearly still need to be modified and that the model needs to be extended to commercial and informal networks. Second, we learned that there are serious fixed effects issues from socioeconomic history that affect the way informal and formal business is conducted throughout each Frontier Market, which warrants a significant expansion of the markets surveyed, and (perhaps more fruitfully) repeated measures over time for the same markets. Third, we learned that data collection on these networks will be extremely challenging and will require significant preparation of standard operating procedures, particularly for the informal sectors.
Based on the team's productive visit and interviews, we are suggesting several modifications to our analytical approach. First, we will continue to create new and innovative approaches to quantitatively compare the three social-network based frontier market economic network models we have created. Second, the team will develop three different macro-level models that will describe these Frontier Markets. The first of these will be a model based on a Social Network and Financial Function Network link.
The second of these will be based on a Resource Generator concept developed by Dr. and proceeded in such a way that we could best understand their role within the greater social network.
Day 1: 12 July 2010
The Mr. Boahene met the team at Cedi House, and led us throughout the entire day to all of our interviews. His input sometimes extended into the other interviews detailed below. Mr. Boahene stated that it is "very, very" important for firms to have government contacts. Networking is vital for the implementation of business activity.
Additionally, he stated that currently expertise for Ghanaian businesses largely comes from foreign companies and sources. Ghana's economy in its current form is very young, and technology, knowledge, and other human capital come from outside of Ghana.
The privatization of Ghana's economy has loosened financial capital, thereby enabling the rise of the middle class and increasing their purchasing power. One of the key problems is that credit is still constrained because there is limited capability to force repayment. Tribal leaders also maintain much land ownership and can therefore exact fees from companies or businesses operating on their land. Some degree of power sharing exists between tribal and government leaders, but tribal leaders are more focused on local community matters and largely uninvolved in national politics.
Mr. Boahene discussed the real estate boom of recent years. He said that property in Ghana does not depreciate; it only appreciates. Interestingly, we thought similar thoughts in the US for many years. Mr. Boahene then escorted us to a brokerage and trading firm, where we spoke with a lady named Cecilia (she did not give a last name) and another gentleman (who also did not give his name). Cecilia was a broker.
She largely underplayed the role of social contacts in her line of work and in the economy in general. She claimed that government contacts at her level were unnecessary; the only contacts she needed were those with individuals and other firms.
Foreign sources do not play a large role; tribal, familial, and ethnic ties in business are absent; and social mobility is all merit-based.
We also discussed the role of sports, particularly soccer and golf, in business.
Since nearly everyone in Ghana is a fan of soccer, it is often a good ice-breaking tool for meeting new clients, business associates, or other contacts. However, soccer's use for social capital seems minimal. Rather, golf is the "sport of the elites" and being a member of a prestigious golf club may be more influential in increasing social capital. The GSE is independent of the government but the Government had a large hand in the original founding of the exchange, largely through the efforts of the NTHC. The government still influences the organization and its operations. For instance, it has the final approval authority for registering and sanctioning companies to be listed on the stock exchange. The GSE has a Council of Governors that serves a traditional "Board The firm works through fund managers and has a mandate to fund small and medium scale enterprises. The VCTF solely funds domestic businesses, in accordance with its government mandate to grow local businesses. Thus, the government has a large, strategic influence on the VCTF. From the conversation, it appears that, the majority of funding has been directed to already-established SME companies; little funding has been directed to "start-ups." consequentially, the lack of SMEs involved in the Equity Market, we found that both were mainly due to cultural norms. Most small business owners are reluctant to become publicly-traded companies or add partners because of the fear that they will lose control of traditional family-based businesses. When working with the family, there is a level of trust that cannot be found elsewhere (this further exemplifies the importance of family ties in Ghana). Thus, culture is a deterrent to expansion of small business.
Business owners also desire privacy. There is apparently a very strong resistance to disclosure and transparency. These two cultural limitations are a major obstacle to overcome in order to facilitate a transition from a Frontier to Emerging Capital Market.
The team then met with Mr. Emmanuel Tsigby who works for New World
Renaissance-Ghana, a subsidiary of the Moscow-based Renaissance Group. His work includes stock trade execution and advice for both international and local clients. Due to the international nature of the company, NWR-G receives many foreign referrals.
The most interesting line of discussion with Mr. Tsigby was the discussion about the University of Ghana. Graduates of the University of Ghana are in demand among Ghana's financial industry, which is due to its large student body as well as its standing as the best provider of business and finance students. Thus, it seems that success As a part of the larger social network within the Ghanaian economy, the team determined that the SMEs are fairly isolated. They usually purchase their goods from wholesalers from China and other foreign markets (the exact process and network that enables these transactions requires further research). However, at the lower levels, the networks are very tight among the sellers. everyone. While the Ghanaian people are hospitable and friendly in general, the patrons knew each other on a more personal level. Most of them had all attended the same secondary schools and, often, the same universities. The older private mission schools are more prestigious and of better quality education than public schools. These schools seem to be where the social networks of upwardly mobile Ghanaians are created. Additionally, the majority of individuals we met at the bar worked in some way or another in business or finance. Rhapsody's was a place of social gathering for many people in this network, which would indicate strong social capital exists and is created at venues like this.
